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An Ad Hoc Committee appointed by the Inter-Ameri- 
can Economic and Social Council to study the problem 
of maintaining the purchasing power of the currencies 
and monetary reserves of the American States met in 
Washington from July 16 to July 27. Representatives of 
15 American Governments, together with representatives 
of the United Nations and the Fund, participated in its 
work. 

The report of the Committee emphasized the need for 
curbing inflation as a means of preserving the domestic 
buying power of currencies, and examined the effective- 
ness for that purpose of fiscal policy, including export 
taxes, monetary and credit measures, measures for 
developing savings and capital markets, increases of pro- 
duction, and direct control of prices, costs, and consump- 
tion. It recommended “that each Government adopt such 
additional measures as may be most appropriate to its 
special circumstances, taking into account the analysis 
made in this report.” 

The delegations of Argentina, Colombia, Guatemala, 
Honduras, and Peru submitted plans for a formula to 
guarantee the purchasing power of reserves, but the Com- 


Europe 
OEEC Liberalization of Imports 


The liberalization of imports of a common list of 
products, including chiefly textiles and textile machinery, 
which was decided by the OEEC Council on April 7 (see 
this News Survey, Vol. IV, p. 1), had to be postponed 
because of reservations by Turkey, Greece, and Iceland. 
These three countries withdrew their reservations, how- 
ever, at the last meeting of the OEEC Council held in 
Paris during the last week of July, and therefore the 
liberalization of the common list should take place be- 
ginning August 15. OEEC members will have until 
September 1 to formulate special reservations in regard 
to the importation of some products, or to obtain further 
delays in the enforcement of the new measure. Four of 
the member countries—West Germany, Denmark, Nor- 
way, and Iceland—whose economic positions are recog- 
nized as difficult, are entitled to apply the agreement only 
in part at first. 

OEEC is now working to extend the common list to 
other products, such as chemicals, agricultural products, 
machine tools, and other manufactures. This is the first 
time that the common list method has been used by OEEC 
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mittee was unable to reach agreement on any recom- 
mendation in respect to that question. The plans con- 
templated that countries should be permitted to deposit 
in a non-interest-bearing account part or all of any in- 
crease of their reserves attributable to limitations on 
exports by one or more countries. Compensatory pay- 
ments would be provided by (or to) the country whose 
currency was deposited, according to the increase (or 
decrease) in its prices, measured by an agreed index, 
from the date of deposit to the time of utilization. Other 
delegates saw grave policy and technical difficulties in 
any approach involving, in effect, an attempt to guarantee 
the purchasing power of reserves. It was argued that pro- 
tections against loss (or gain) in purchasing power may 
have the effect of increasing inflationary (or deflationary) 
pressures, and that it would be inequitable and uneco- 
nomic to accord specially favorable treatment to one 
class of holders of dollar balances. 


The report of the Committee will be considered at a 
special session of the Inter-American Economic and 


Social Council in Panama, beginning August 20. 


to liberalize imports. Previously, member countries had 

agreed to liberalize up to at least 60 per cent of the 1948 

volume of their imports, and some had even liberalized 

up to 75 per cent of that volume; however, they were 

free to choose products to be liberalized. 

Sources: Agence Economique et Financiére, Paris, 
France, August 1, 1951; Neue Ziircher Zeitung, 
Ziirich, Switzerland, August 2, 1951. 


Economic Trends in United Kingdom 


The U.K. Chancellor of the Exchequer announced in 
the House of Commons on July 26 the Government’s 
decision to introduce in the autumn a bill to control 
dividends for a period of three years. The general prin- 
ciple will be to limit the dividends of all companies in the 
United Kingdom to the average of those paid during the 
past two years, though special provision will be made 
for exceptional cases. The Chancellor stated that divi- 
dends recently declared had been higher than last year, 
the increase in June being 14 per cent net. The ground 
on which the case for limiting dividends was based was 
mainly that the psychological effects of sharp increases in 
dividends were far greater than their direct monetary 
effects, and constituted a “body-blow” to moderation in 
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claims for higher wages and salaries. The Times com- 
ments that the Chancellor did not mention that wages 
increased by 157 per cent between 1938 and 1950, while 
dividends and interest paid by companies rose by only 
61 per cent; also that higher wages are usually requested 
when they can be obtained, and that these new measures 
will not increase the difficulty of granting them. 

The Chancellor also stated that the Central Price Regu- 
lation Committee had completed a review of decontrolled 
goods and had recommended a reimposition of controls 
over some of them. In appropriate cases, the present 
cash maximum price system would be supplemented by 
a return to the cost-plus method. To meet objections that 
this system tends to penalize efficiency, the President of 
the Board of Trade has in mind providing for two price 
ceilings, with the cost-plus system not operating below 
the lower of the two. Manufacturers would be free to 
choose which ceiling they would use. In a further effort 
to hold down the cost of living, the Government is con- 
sidering arrangements for improving the marketing and 
distribution of perishables and other goods which are 
difficult to control. 

The Chancellor stated that the gold and dollar balance 
of the sterling area would show a deficit—possibly of a 
substantial magnitude—in the third quarter of the year. 
The results in the fourth quarter should not be so un- 
favorable. A review of the dollar import program and a 
reduction of expenditure are proposed. The rise in im- 
port prices has been much sharper than forecast in the 
Economic Survey, and this element alone would add at 
least £100 million to the estimated import bill for 1951. 
Net invisible receipts, which the Economic Survey had 
forecast at £450 million, are unlikely to yield more than 
£400 million. If the current account balance of payments 
is to be in equilibrium in 1951, even without account 
being taken of strategic stockpile imports, exports would 
have to be 25 per cent higher in value in the second half 
of the year than in the first half. 


Sources: The Times, July 27, 1951, and The Financial 
Times, July 27, 1951, London, England. 


British Overseas Investments 


The report of the Bank of England for the year ended 
February 28, 1951, which was issued on July 26, states 
that the total nominal value of U.K. overseas investments 
at the end of 1949 was £2,037 million, compared with 
a revised figure of £1,967 million for the end of 1948 
and £3,545 million for the end of 1938. The 1949 in- 
crease is more than accounted for by the effect of the 
devaluation of sterling on the sterling values of securi- 
ties denominated in other currencies. Dividends and 
interest received in 1949 on these overseas investments 
was £116.3 million, against £116.2 million in 1948 and 
£155.4 million in 1938. 


Source: The Times, London, England, July 27, 1951. 
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Industrial Output in France 


The index of industrial output in France (building 
excluded) was 143 (1938 = 100) in June, against 141 
in May and 142 in April. Last year, the index for May 
was 128, and that for June was 124. The 12 per cent 
increase since May and June last year corresponds to the 
shift from the mild recession of early 1950 to the high 
employment levels of 1951. Since activity was at a high 
level in the second half of 1950, the increase between 
that six-month period and the second half of 1951 is 
likely to be less than 12 per cent. There is some proba- 
bility, however, that the 6 per cent increase estimated in 
the government budget will prove to be too low. 

Most of the increase thus far has been obtained through 
greater employment, an increase in the length of the 
working week to 45.2 hours in April 1951, and an increase 
in productivity resulting from both greater utilization 
of capacity and modernization. 

At the beginning of 1951, the index of French produc- 
tion was 60 per cent above 1946, 40 per cent above 
1938, and 12 per cent above 1929. Electric power had 
risen 50 per cent above the 1938 level, raw steel produc- 
tion was nearly 60 per cent higher, petroleum refining 
had trebled, and the railroads had a 40 per cent greater 
carrying capacity. In 1950 the current account deficit 
of the balance of payments was equivalent to US$0.2 
billion, against US$2.6 billion in 1946. 

The progress, however, should not be exaggerated. If 
production had continued to increase at the rate achieved 
between 1900 and 1929, it would be 50 per cent greater 
than it is today. Present hindrances to long-term im- 
provement are the low standard of living of workers 
(scarcely above the 1938 level), the slow progress of 
productivity, and the shortage of housing. 

The Monnet Plan will be three quarters completed at 
the end of 1951. It has so far cost 1,531 billion francs 
(552 billion francs in 1950) financed through taxation, 
borrowing, and the use of counterpart funds. National- 
ized enterprises (coal, electric power, railroads, Air 
France) received 648 billion francs; agriculture was 
granted advances up to 280 billion francs; the overseas 
territories, 210 billion; and iron mines and steel firms, 
114 billion. Modernization of the coal mines and steel 
firms has made them competitive on the European market, 
so that France was able to propose the Schuman Plan 
on May 9, 1950. 

Sources: Neue Ziircher Zeitung, Zirich, Switzerland, 
August 2, 1951; Le Monde, Paris, France, 
August 3, 1951. 


Netherlands Payments Deficit 

The Netherlands deficit on goods and services, calcu- 
lated on a payments basis, amounted to 501 million 
guilders (US$132 million) in the four months, January 
to April 1951. In the corresponding period of 1950, 
the deficit was 423 million guilders (US$111 million). 
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Although exports increased by 460 million guilders, this 
increase was more than offset by an increase of 542 
million in imports. 

In contrast to last year, the 1951 deficit was not 
covered completely by ECA aid, liquidation of assets 
abroad, and foreign credits. During the first half of 
this year, ECA aid amounted to 320 million guilders 
($84 million), against 879 million guilders ($231 mil- 
lion) in the corresponding period of 1950. There was 
no liquidation of dollar assets, in contrast to a liquida- 
tion of 55 million guilders ($14 million) last year. 
Moreover, in the first half of 1950 the Netherlands 
received from Belgium a credit of 144 million guilders 
($38 million). According to the Netherlands Govern- 
ment, these differences explain the decrease in foreign 
exchange reserves which has occurred so far in 1951. 

The Government has stated that, at present, there is 
no need for direct controls. Furthermore, it would not 
—at least for the time being—abolish the stimulus which 
is given to exporters by the right to retain 10 per cent 
of the dollar proceeds of exports to the United States 
and Canada. 

Source: Government Note Regarding the Report of the 
Parliament’s Commission for Foreign Trade 
Policy on the Memorandum on the Foreign 
Exchange Position, The Hague, Netherlands, 
July 13, 1951. 

Swedish Foreign Trade 

Swedish exports in June reached a new high figure of 
SKr 1,046 million (US$202 million) ; in June 1950 they 
were SKr 492 million (US$95 million). Since imports 
amounted to SKr 886 million, there was an export sur- 
plus of SKr 160 million, against an import surplus of 
SKr 12 million in June last year. The export surplus 
resulted in a great improvement for Sweden in her EPU 
position. She had in June a surplus of 20.6 million 
units of account; this meant that Sweden was repaid 
2.6 million in dollars which she had had to pay to EPU 
in May when she exceeded the first 20 per cent of her 
EPU quota. 

During the first half of 1951, imports rose to SKr 4,556 
million, from SKr 2,732 million in the same period last 
year; and exports increased to SKr 3,973 million, from 
SKr 2,533 million. Since the increase in imports was 
considerably greater than the increase in exports, the 
import surplus rose to SKr 583 million, from SKr 198 
million. 

Exports of wood pulp account for a large part of the 
57 per cent increase in the value of exports over 1950. 
While the volume of wood pulp exported was the same 
in the two periods, a rise in prices caused an increase 
in its export value, from SKr 459 million to SKr 1,194 
million. Exports of newsprint and wrapping paper show 
a similar increase. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 31, 1951. 








German Occupation Costs 

In a recent note to the Allied High Commission, the 
German Federal Government, pointing to its heavy tax 
burden, suggested a reduction in the amount of the 
occupation costs for the fiscal year 1951-52, set at 
DM 6,595 million, or at least a differentiation between 
occupation costs proper and expenditures which might 
be regarded as a defense contribution of the Federal 
Government. The Allied High Commission is reported 
to have rejected this suggestion, and present discussions 
between the Commission and the German Government 
are primarily concerned with the means of financing the 
portion of the occupation costs which is not covered by 
the budget for the current fiscal year. The current 
budget provides for occupation costs of only DM 5.8 bil- 
lion, instead of the DM 6.6 billion required by the Allied 
Commission; in addition, there is a carry-over of 
DM 1.5 billion for occupation costs not yet paid for 
in the last fiscal year. The High Commission is reported 
to be taking the position that the Federal Government 
should include the full amount of the occupation costs 
in its budget for the current year and that last year’s 
carry-over should also be included as a separate item. 
However, the High Commission is said to have agreed 
that the Federal Government could finance those expendi- 
tures for the army of occupation which actually repre- 
sent capital investments, such as the construction of 
barracks, etc., through the usual credit channels instead 
of through cash payments. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
21, 1951. 


German Property in United States 

The U. S. Department of Justice has announced that 
the task of the Alien Property Custodian in connection 
with the confiscation of German property in the United 
States has now been nearly completed. Since December 
11, 1941, some $242 million worth of German property 
has been taken over by the U. S. Government. As a result 
of interest and dividend payments, as well as expanded 
operations of former German firms taken over by the 
U. S. Government, the value of this property had risen 
to $335 million by June 1950. 

From the sales proceeds of former German assets, the 
U. S. Government has netted approximately $90 million, 
which it has turned over to the War Claims Commission 
for the payment of claims by U. S. and other Allied 
citizens who had suffered damage from the Nazi regime. 
The remaining amount is to be used for the same pur- 
pose. In his recent message to Congress concerning the 
termination of the state of war with Germany, President 
Truman explicitly requested continuance of the Govern- 
ment’s power of confiscation. The extent and value of 


such additional German property as may be taken over 
by the U. S. Government in the future is not known, 
since some of the claims are under litigation and some 
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of the German holdings are still being investigated. The 
largest share of German assets was in the form of Ameri- 
can corporations wholly or partly owned by German 
enterprises, where the clarification of true property rela- 
tionships is most complicated; several court actions 
which have arisen in this connection are not expected 
to be settled for many years. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 

20, 1951. 


Middle East 


Inter-Arab Economic Conference 


The first inter-Arab economic conference, which was 
proposed by the Economic Committee of the Arab 
League, will be held in Lebanon during the first week 
of September. Among the subjects to be discussed are 
the major economic and trade problems of member states, 
including the unification of member-states’ currencies, 
the removal of existing foreign exchange controls, and 
the relaxation of customs barriers between member states. 


Source: The Iraq Times, Baghdad, Iraq, June 30, 1951. 


Cotton Price Policy in Egypt 


The Government of Egypt has abolished the minimum 
prices set in March 1950 for transactions in long staple 
cotton (Karnak) from the 1951-52 crop (see this News 
Survey, Vol. Ill, p. 313). Hereafter, such cotton prices 
will be allowed to fluctuate by a maximum of one per 
cent daily from the preceding day’s closing quotation. 
Prices of Karnak from the 1950-51 crop and of short 
stapie (Ashmouni) remain fixed. 


Source: Al Ahram, Cairo, Egypt, August 2, 1951. 


Proposed Paper Mill in Israel 


Construction of a $3.5 million paper mill is planned 
in Israel. The mill, which is scheduled for operation by 
1953, will have an initial annual capacity of approxi- 
mately 12,000 tons and will supply 60 per cent of Israel’s 
yearly paper requirements which, at present, are all 
imported. The annual reduction in paper imports made 
possible by the operation of the mill is estimated at 
$1 million. 

Source: The Journal of Commerce, New York, N. Y., 
July 26, 1951. 


Economic Conditions in Syria and Lebanon 


The Bank of Syria and Lebanon reports that the 
economic situation in Lebanon in 1950 was, on the whole, 
satisfactory, due mainly to the Government’s liberal 
commercial policy, to the development of the free zone 
of Beirut, and to the good working of the free market 
in foreign exchange. These three factors helped the 
country make large profits on entrepét transactions with 
the hinterland on transit and arbitrage transactions. This 
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relative prosperity led to an increase in the fiduciary cir- 
culation from LL 168 million in January to LL 196 mil- 
lion in December (LL2.2 = US$1). However, the inter- 
national value of the currency has remained relatively 
stable; this is attributed mainly to the increase in the 
gold part of the cover, from 25.3 per cent in January to 
35.9 per cent in December. 

Syria also is reported to have greatly benefited from 
developments in 1950, mainly a bumper cotton crop and 
a substantial rise in cotton prices. The 1950 cotton 
crop is estimated at 35,000 to 40,000 tons (ginned) and 
cotton exports at 25,000 tons; in 1947, cotton production 
amounted to only 5,500 tons and exports were negligible. 
Cereal production in 1950 was estimated at 921,000 tons, 
compared with 573,000 tons in 1947. Profits from these 
large crops have been, to a great extent, reinvested in 
agriculture; as a result, the cotton crop in 1951 is ex- 
pected to be around 100,000 tons (ginned). The increase 
in exports has led to a great improvement in the balance 
of payments and to the strengthening of the Syrian cur- 
rency in the local free market. 

The activities of the Bank of Syria and Lebanon have 
kept pace with these developments. Deposits during the 
year increased from 28.61 billion French francs to 31.07 
billion; and loans and discounts increased from 13.15 
billion French francs to 15.07 billion. 

Source: Le Commerce du Levant, Beirut, Lebanon, 
August 1, 1951. 


Export Licensing in Syria 

The Government of Syria has made the export of the 
following articles subject to prior licensing: raw cotton, 
raw wool, licorice, lentils, apricot pastes, vetch, onions 
and garlic, cotton seeds, hides, beans, and sesame. All 
exports have to be made through the port of Latakia. 
However, products to be exported to neighboring coun- 
tries for local consumption will be subject to a special 
license to be delivered by the Minister of National 
Economy. 
Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 

ust 1, 1951. 


Turkish Finances 


A net increase of LT 69.8 million in foreign exchange 
liabilities of Turkey’s Central Bank is indicated by a 
comparison of Central Bank statements for May 5 and 
June 2. The increase was due mainly to large orders 
placed in European countries in May and financed through 
Turkey’s quota with EPU. The statements also show 
an increase of approximately 3.8 per cent in commercial 
paper and an increase of about one third of one per 
cent in note circulation. Gold holdings and deposits 
remained practically unchanged. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 6, 1951. 
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Sale of Gold Coins in Iran 

The Bank Melli Iran has resumed the sale of gold 
coins to the public at the rate of Rls 545 per coin 
($71.2 per troy ounce.) The sale of gold coins was dis- 
continued in the last week of March so as to avoid smug- 
gling of gold abroad which might have resulted from 
the withdrawal from circulation of bank notes of Rls 1,000 
and Rls 500 denominations (see this News Survey, Vol. 
III, p. 273). The last date at which the banks accepted 
the Rls 1,000 and Rls 500 notes for exchange into smaller 
denominations was July 23; hence the danger of smug- 
gling has now been lessened. 

One hundred twenty million rials in large notes were 
not presented to the banks for exchange. This represents 
in effect a source of ready cash to the Government. 


Sources: Ettéla’at, Teheran, Iran, July 26 and 28, 1951. 


Far East 


Proposed Indian Stock Exchange Regulations 

Legislation prepared by the Indian Finance Ministry 
would restrict to recognized stock exchanges dealings in 
shares. The exchanges would draw up by-laws and rules 
for the admission of securities, subject to government 
approval, and their boards would include government 
nominees. Heavy penalties, including imprisonment, are 
proposed for curb traders. 
Source: The Times of India, Bombay, India, July 18, 

1951. 


Pakistan's Sterling Balances 

Pakistan and Britain have reached a new agreement 
with regard to the release of parts of Pakistan’s sterling 
balances. The total release over a period of six years 
amounts to £54 million; £30 million is for currency 
backing and £24 million for the financing of Pakistan’s 
six-year development program which involves expendi- 
tures of £280 million, of which £160 million is expected 
to come from abroad. Of the £30 million made avail- 
able as currency backing, £4 million will be paid by the 
United Kingdom in gold. The Pakistan Government has 
agreed not to use any of the sterling released for currency 
backing purposes for commercial purposes or for any 
kind of transaction involving further inter-country trans- 
ference, without prior consultation with the British Gov- 
ernment. The £24 million released for Pakistan’s devel- 
opment program will be available at the rate of £4 million 
per annum with the explicit understanding that, should 
Pakistan require larger releases or a faster rate of draw- 
ing, the two Governments will consult on the matter. 


Sources: The Financial Times, July 21, 1951, and The 
Economist, July 28, 1951, London, England. 


Ceylon’s Relaxation of Exchange Control 
It is reported that exchange control regulations in 
Ceylon are likely to be relaxed, following the lifting of 
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import restrictions on July 4. The commercial banks, 
which are the authorized agents, will handle all but a 
small part of the exchange work, without prior reference 
to the Controller of Exchange. The Government will set 
the maximum amounts of exchange that may be issued 
for various purposes. The Department of Exchange 
Control will continue to check remittances of profits, 
dividends, trade advances, etc., and to examine invoices 
of certain import items. 


Source: Ceylon News, Colombo, Ceylon, July 12, 1951. 
Thailand’s Land Reform Program 


A series of bills for a vast land reform program, aimed 
at gradually turning over privately-owned land to farm 
producers, has been prepared by the Government of 
Thailand to submit to Parliament in October. The ex- 
pected legislation includes farm rent control, limits on 
the size of holdings, and a surtax on existing extensive 
land holdings. Parliament has already approved a bill 
cutting payments by tenant farmers to landlords; the 
law will come into force at the beginning of the next 
rice-growing season. 


Source: Far East Trader, New York, N. Y., August 1, 
1951. 


Mongolia’s Economic Development 


The Moscow journal, New Times, reports considerable 
economic progress in Mongolia, which has a population 
of about 900,000. Since the proclamation of the People’s 
Republic in 1924, the number of cattle has more than 
doubled, and the institution of haymaking machine depots, 
with tractors and other modern equipment, has laid the 
basis for stable production of fodder. The socialized 
sector of the economy, represented by state farms, hay- 
making machine depots, and peasant producers’ societies, 
is still small but is said to be demonstrating already its 
efficiency and superiority over small individual hus- 
bandry. A five-year plan of economic and cultural 
development is to be completed in December 1952. State- 
owned and cooperative industries are developing, and 
Ulan Bator, the capital, is now connected by rail with 
the outside world. Mongolia mines gold, coal, marble, 
and a variety of building materials, and there are wool- 
cleaning plants, tanneries, a shoe factory, a woolen cloth 
and felt mill, and several other processing plants. Indus- 
trial output is reported to have increased nearly four- 
fold in the past ten years; the present five-year plan con- 
templates a further increase of 100 per cent. 


Source: New Times, Moscow, U.S.S.R., July 11, 1951. 


Decrease in Indonesian Rubber Prices 

Following the embargo on rubber shipments to Red 
China, Indonesian rubber prices for No. 1 sheets fell to a 
low of 7.70 rupiah per kilogram (equivalent to US$0.46 
per pound) on May 26; the previous high was 13.30 
rupiah per kilogram (OS$0.80 per pound) on February 
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19. The decrease is likely to have a serious effect on 
the country’s balance of payments, since rubber is Indo- 
nesia’s most important export product. In the first four 
months of 1951, rubber exports, valued at about 772 
million rupiah, accounted for 59 per cent of total exports. 
The drop in rubber export prices also led to a general 
decline in wholesale prices of leading commodities on 
the Djakarta market. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., July 30, 1951. 


Indonesian Exports of Palm Oil and Palm Kernel 


Indonesian exports of palm oil during the first quarter 
of 1951 were 9,220 short tons, and palm kernel exports 
were 1,260 short tons. The oil shipments were about 
half and the kernel shipments about 10 per cent less than 
those of the first quarter of 1950. Inadequate shipping 
facilities and low production due to strikes were the main 
reasons for the declines. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D. C., July 23, 1951. 


Philippine Development Program 


The development program of the Philippines, as re- 
cently revised, involves an estimated capital expenditure 
of P976 million (US$488 million) during the period 
1950 to 1954. Of this total, P420 million represents 
foreign exchange requirements and P556 million local 
currency expenditures. These figures include both gov- 
ernment and private investment. Agriculture accounts 
for P554 million of the proposed expenditure while 
industry accounts for P212 million. The remainder is 
divided among mining, transportation and communica- 
tions, and public works. The greatest annual expendi- 
ture (P262 million) is expected to take place in 1951; 
it will taper off to an expected P101 million in 1954. 
Source: Philippine Economic Survey Mission, Philippine 

Agricultural and Industrial Development Pro- 
gram, Revised, 1950, Manila, Philippines. 


United States and Canada 


U.S. Defense Production Act Amendments of 1951 


Continued government control until July 1, 1952 over 
the defense economy of the United States has been pro- 
vided by legislation extending and amending the Defense 
Production Act of 1950. The Government’s power to 
requisition property and materials is continued, and the 
power to encourage production is strengthened by author- 
izing the President to provide subsidy payments to high- 
cost producers of raw materials (other than agricultural 
commodities) needed for the defense program. 

Adjustments of price ceilings may be permitted under 
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the new Act to enable sellers of nonagricultural com- 
modities to compensate for increased costs occurring 
prior to July 26, 1951. Price rollbacks on agricultural 
commodities are limited to 90 per cent of the prices re- 
ceived on May 19, 1951. Rentals charged to members of 
the armed services and others in congested defense and 
military areas may be rolled back to levels prevailing 
during the period May 24 to June 24, 1950, with appro- 
priate adjustments. 

In the field of credit control, the new legislation 
relaxes financing terms for the purchase of automobiles 
and other consumer durable goods, by reducing, from 
25 per cent to 15 per cent, the initial down-payment 
required on the purchase of electrical appliances, and 
by extending the period for time payments on auto- 
mobiles, electrical appliances, and furniture from 15 to 
18 months. The amortization period for payment on 
home repairs, alterations, or improvements is extended 
from 30 to 36 months. 

The new Act gives the Secretary of Agriculture power 
to ban imports of certain fats and oils, peanuts, butter, 
cheese, and other dairy products, and rice and rice 
products, until June 30, 1952, if imports of these com- 
modities would impair domestic production, or interfere 
with domestic storage and marketing, or result in 
unnecessary burden or expenditure upon the government 
price support program. 

In a statement accompanying the signing of the Act, 
President Truman called attention to the inadequate 
control over inflation embodied in the price control pro- 
visions, and stated that the Congress would be asked 
later to make revisions. 

Sources: 82nd Congress, House of Representatives, Re- 
port No. 770, Defense Production Act Amend- 
ment of 1951, July 29, 1951, and Statement by 
the President, July 31, 1951, Washington, D C. 


U.S. Stockpile 


The U. S. stockpile of strategic materials was valued 
at $3 billion at the end of June, according to a recent 
report of the U. S. Munitions Board. The stockpile, 
valued at current prices, represents about 36 per cent of 
the goal of $8.3 billion. The rate of accumulation con- 
tinued to increase in recent months; $460 million worth 
of materials was added to the stockpile during January- 
June 1951, compared with $714 million worth during the 
whole calendar year 1950. 

Contract placement has also accelerated, as a result 
of the appropriation of $1.8 billion for stockpiling activ- 
ity in January 1951. Contracts placed during January- 
June 1951 totaled $1.6 billion, in contrast to only $0.4 
billion in the previous six months. 


Source: Munitions Board, Stockpile Report to the Con- 
gress, Washington, D. C., July 23, 1951. 
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Reduced Use of Natural Rubber in U.S. 


The pattern of U. S. rubber consumption has changed 
markedly over the past year in response to supply limita- 
tions and consequent government controls. Natural rub- 
ber consumption was 34 per cent lower in the first half 
of 1951 than in the first half of 1950, while synthetic 
rubber consumption was nearly 60 per cent higher. 
In June, synthetic rubber accounted for 62 per cent of 
total new rubber consumption. 

Source: The Wall Street Journal, New York, N. Y., July 
28, 1951. 





Canadian Budgetary Surplus 


Canada’s budgetary revenues exceeded expenditures 
by Can$61 million in June, thus bringing the cumula- 
tive surplus for the first three months of the present 
fiscal year to Can$336 million, compared with Can$213 
million in the same period of 1950. Gross national 
product is apparently running ahead of the Can$20 
billion annual rate estimated in the budget address of 
last April, and revenues are accordingly higher than was 
then anticipated. 

Sources: Office of the Controller of the Treasury, State- 
ment of Revenues and Expenditures, June 1951, 
and Department of Finance, Press Release, July 
28, 1951, Ottawa, Canada. 


Canadian Security Transactions 


Transactions in outstanding securities between Canada 
and other countries in May resulted in a small purchase 
balance of Can$2.9 million, compared with net sales in 
each month from January through April. The purchase 
balance with the United States in May was Can$3.2 
million. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 


Ottawa, Canada, July 31, 1951. 


Latin America 
Mexico's Foreign Trade 


Preliminary figures for the value of Mexico’s foreign 
trade in May put imports at 660 million pesos and exports 
at 318 million; the corresponding figures for April were 
631 million and 318 million pesos. The adverse trade 
balance for these two months wiped out the small surplus 
reported for the first quarter of the year. The excess of 
imports for the first five months was 630 million pesos, 
compared with approximately 200 million for the same 
period of 1950. 

Exchange reserves of the Bank of Mexico continued to 
decrease throughout May, but the total decrease was not 
sufficient to cause concern. The decline can be ascribed 
to heavy imports—particularly of automotive units, wheat, 
and corn—to the seasonal decline of exports which cus- 
tomarily develops about the middle of the first quarter, 
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and probably to the withdrawal of some speculative funds 
which entered the country at the end of 1950. Although 
the actual figures have not been revealed, tourist traffic 
was reported to be small in May. June figures are ex- 
pected to show an improvement. 

The United States continued to account for the domi- 
nant portion of Mexico’s foreign trade, but there were 
indications of a growing trade with Europe and the 
Far East. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., July 23, 1951. 


Venezuela’s Low Cost Housing Construction Plan 


Studies have been finished and work started for the 
construction of 12,185 low cost housing units by the 
“Banco Obrero” (Laborers Bank) of Venezuela. An 
appropriation of 200 million bolivares (US$66 million) 
has been made by the Government for this purpose. The 
project is to be completed in four years at an estimated 
cost of 50 million bolivares per year. 


Source: El Nacional, Caracas, Venezuela, July 14, 1951. 


Duty-Free Importation of Foodstuffs in Ecuador 

The Monetary Board of the Central Bank of Ecuador 
has decided to extend for 30 days the duty exemptions 
established in Decree No. 387 of March 8, 1951, which 
originally were to cease on May 15 and later on July 15. 
The exemptions are applicable to imports of garlic; 
onions, in containers, unpreserved; potatoes; beans and 
lentils; and corn in grain and on cob, in containers. 


Source: El Comercio, Quito, Ecuador, July 21, 1951. 


Peruvian Paper Factory 


The Peruvian newspaper La Prensa reports that the 
Cellulose Development Corporation, Ltd., of London has 
submitted specifications and estimates for installing a 
pulp and paper-making industry in Peru. The studies of 
requirements were initiated in May 1949 and carried out 
under a contract with the government-owned Corporacion 
Peruana del Amazonas (Peruvian Amazon Corporation), 
originally formed to develop Peru’s wild rubber resources 
during World War II. It is proposed that the wood of 
the cético tree and rice straw from the rice crops of 
northern and eastern Peru be used as raw materials. The 
estimated cost of establishing the industry is placed at 62 
million soles (approximately US$4.1 million). 

La Prensa states that the Manager of the Amazon Cor- 
poration has requested that the Government allocate 5 
million soles to install a pilot plant in the Department of 
Loreto, eastern Peru, for the manufacture of 1,500 tons 
of cético pulp annually, by mechanical means. (The 
utilization of rice straw requires a chemical process.) 
The installation of the cético pilot plant would permit 
the training of personnel and provide practical experience 
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for the eventual production of 12,000 tons of newsprint, 
annually. ‘The project is now before the Ministry of 
Finance for consideration. 

Sources: Andean Air Mail and Peruvian Times, Lima, 


Peru, June 22-29, 1951. 


Exchange Rates Applied to Chilean Agricultural Exports 


A decree fixing the rates to be applied to the foreign 
exchange proceeds from exports of various agricultural 
and cattle products has recently been promulgated in 
Chile. The rate of 60 pesos per U.S. dollar will be 
applied to algarrobilla, oats in grain, brewers’ barley, 
forage barley, beans, quillai, and, with certain exceptions, 
to raw and semi-finished timber. 

A mixed rate of 49.85 pesos per dollar, derived from 
the application of 35 per cent of the exchange proceeds 
at the rate of 31 pesos to the dollar and 65 per cent at the 
rate of 60 pesos to the dollar, will be applied to oilseed 
bran, goat-skins, pickled hides, semi-tanned hides, raw 
hides except rabbit and hare skins, alpaca and llama wool, 
and sheep wool except merino. 

Another mixed rate of 54.20 pesos per dollar, arising 
from the application of 20 per cent at the rate of 31 pesos 
and 80 per cent at 60 pesos, will be applied to the proceeds 
of frozen meat, chickpeas, and lentils. Other export ex- 
change proceeds will be negotiated at the free market rate. 
Source: Sociedad General de Comercio S. A., Informative 

Bulletin “Sogeco,” Santiago, Chile, July 1, 1951. 


Other Countries 


Speculation in Australian Currency 


The Australian Prime Minister stated recently that 
“the best and most responsible economic advice is against 
any alteration in the exchange rate.” Nevertheless, the 
large balance of payments surplus continues to give rise 
to rumors of a possible appreciation, accompanied by 
speculation by commercial interests inside and outside 
Australia. Payments to Australia have been accelerated, 
and payments from Australia retarded. The Common- 
wealth Bank, acting in concert with the trading banks, 
has now taken measures to prevent the postponement of 
remittances from Australia. In future, the Australian 
banks will not issue acceptance credits with provision for 
drawings in excess of 60 days’ sight. Only sight drafts 
will be negotiable in London at the rate of exchange 
current on the day of payment in Australia, and they 
must be presented within 45 days (air mail) or 15 days 
(sea mail). 

Source: The Economist, London, England, August 4, 
1951. 


Foreign Trade of New Zealand 


New Zealand imports in the year ended June 1950 
amounted to £NZ 140 million; £NZ 82 million were from 
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the United Kingdom, £NZ 16 million from Australia, and 
£NZ 10 million from the rest of the sterling area. North 
America provided £NZ 18 million. The principal com- 
modities imported were metals, metal manufactures and 
machines (£NZ 43 million), vehicles (NZ 12 million), 
apparel and textiles (£NZ 31 million), oils (NZ 10 mil- 
lion), and food, drink, and tobacco (£NZ 17 million). 

Exports amounted to £NZ 162 million. Of these the 
United Kingdom took £NZ 114 million, Australia NZ 24 
million, the rest of the sterling area £NZ 3 million, and 
North America £NZ 15 million. The exports consisted 
principally of wool (£NZ 60 million), dairy produce 
(£NZ 54 million), and meat (£NZ 28 million). 

In the six months ended December 1950, total exports 
were £NZ 75 million, against £NZ 54 million in the cor- 
responding period of 1949. The value of wool was 
£NZ 27 million, more than double the £NZ 13 million in 
the same period of 1949, and exports of meat, at £NZ 16 
million, were £NZ 4 million greater than a year earlier. 
The value of exports of dairy produce, on the other hand, 
was unchanged between the two periods, at £NZ 20 
million. 


Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, August 4, 1951. 


Corrigendum 


Volume III, No. 48, June 15, 1951, p. 385, item “Israeli- 
Norwegian Trade Agreement”: This item reported from 
the Business Digest of May 24, 1951 was later corrected 
in the issue of June 7, 1951, as follows: Israeli imports 
from Norway will total 1£800,000 and imports will be 
paid for, entirely, by exports. 

In view of the correction, it may be added that the new 
arrangements represent an improvement over last year’s 
Israeli trade with Norway wherein Israel had a deficit of 
over 50 per cent, or 1£390,000. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Office of Public Relations 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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